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Summary 



Thailand is a key U.S. ally in the international war against terrorism and is an 
important U.S. economic partner in Southeast Asia. Thailand continues to rebuild its 
economy after the debilitating effects of the 1997-1998 Asian financial crisis. In 
October 2003, the United States and Thailand announced their intent to negotiate a free 
trade agreement (FTA). Six rounds of negotiations have been held A number of issues 
remain to be resolved. This report summarizes CRS Report RL32314, U.S. -Thailand 
Free Trade Agreement Negotiations, by Raymond J. Heam and Wayne M. Morrison, 
and will be revised as events warrant. 



The United States and Thailand have maintained ties since 1833 and have enjoyed 
close relations since the end of World War n, cooperating in a number of areas, including 
defense and security, countering illegal narcotics trafficking, trade liberalization, and, 
more recently, combating international terrorism. Economic issues play a major role in 
U.S. -Thailand relations, and thus, are of concern to Congress. 1 

Thailand’s Recovery from the 1997 Asian Financial Crisis 

Thailand was severely affected by the Asian Financial Crisis, which hit the Thai 
economy in July 1997 and subsequently affected several other East Asian economies. The 
economic crisis in Thailand was characterized by a significant depreciation of its currency 
(the baht), depletion of nearly all of Thailand’s foreign exchange reserves, a decline in the 
stock market, bankruptcies among a number of major Thai banks and corporations, and 
a sharp deterioration of property prices. The combination of these shocks led to a sharp 
economic downturn. Ten years prior to the 1997 crisis, Thailand had been one of the 
world’s fastest growing economies. Between 1990 and 1996, gross domestic product 
(GDP) averaged 8.6%, fueled in large part by rapid export growth. However, in 1998, 
GDP fell by 10.5% while exports and imports dropped by 6.7% and 33.0%, respectively, 



1 For a comprehensive discussion of U.S. -Thai relations, see CRS Report RL32593, Thailand: 
Background and U.S. Relations, by Emma Chanlett-Avery. 
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over 1997 levels (see Table 1). In addition, the unemployment rate rose from 3.2% in 
1997 to 7.3% in 1998, and living standards (measured according to per capita GDP 
measured on a purchasing power parity basis, plummeted by 1 1%. 2 

Thailand’s economy was stabilized by a $17.2 billion loan from the International 
Monetary Fund. Real GDP grew by 4.4% in 1999 and by 4.8% in 2000, but slowed to 
2.2% in 2001. Public dissatisfaction in Thailand with the way the government was 
handling economic restructuring brought about the election of a new coalition government 
in 2001 (headed by the Thai Rak Thai Party) with Thaksin Shinawatra as prime minister. 
He launched a series of economic initiatives designed to stabilize the economy, boost 
domestic demand, encourage the growth of small and medium-sized businesses, and 
improve rural incomes. Thailand’s economy experienced relatively strong growth from 
2002-2004; real GDP growth averaged 6.2%. Real GDP growth was more modest in 
2005 at 4.5%, due to a number of factors, including the December 2004 tsunami, higher 
energy prices, rising inflation, concerns over the avian influenza (bird flu), and domestic 
insurgencies. Global Insight, an international economic forecasting firm, estimates 
Thailand’s real GDP will rise by 4.6% in 2006 and 5.2% in 2007. 3 Major economic 
challenges include reducing the high level of corporate debt and the amount of non- 
performing loans held by the banking sector. 



Table 1. Selected Economic Indicators for Thailand’s Economy: 



1996-2005 





1996 


1997 


1998 


1999 


2000 


2001 


2002 


2003 


2004 


2005 


Real GDP Growth (%) 


5.9 


-1.4 


-10.5 


4.4 


4.8 


2.2 


5.3 


7.0 


6.2 


4.5 


GDP ($billions ) 


182 


151 


112 


123 


123 


115 


127 


143 


162 


177 


GDP (billions ($PPP)* 


377 


380 


347 


365 


386 


404 


432 


471 


513 


546 


Per Capita GDP 
($PPP)* 


6,298 


6,278 


5,666 


5,900 


6,178 


6,419 


6,799 


7,359 


7,890 


8,340 


Exports ($billions) 


56 


58 


54 


58 


69 


65 


68 


80 


96 


111 


Imports ($billions) 


72 


63 


43 


50 


62 


62 


65 


76 


95 


120 


Annual FDI ($billions) 


2.3 


3.9 


7.3 


6.1 


3.4 


3.9 


1.0 


2.0 


1.4 


1.7 


Public Debt as a % of 
GDP (%) 


16.7 


31.8 


40.2 


51.6 


54.2 


49.8 


51.5 


46.9 


36.3 


31.4 


Unemployment Rate 

(%) 


3.6 


3.2 


7.3 


6.3 


5.8 


5.1 


3.5 


3.0 


2.8 


2.4 



Source: The Economist Intelligence Unit (EIU) and Global Insight. Data for 2005 are estimates. 
* PPP= purchasing power parity. 



2 Purchasing power parity (PPP) measurements attempt to convert foreign currencies into U.S. 
dollars, based on the actual purchasing power of such currency (derived from surveys on 
domestic prices) in each respective country. They thus give a more accurate measurement of the 
size of a country’s economy and living standards relative to those in the United States. 

3 Global Insight, Thailand , December 20, 2005. 




